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ANNUAL MEETING OF THE AMERICAN INSTITUTE OF ACCOUNTANTS 


Election of Officers, Council Members 
and Committees 


The annual meeting of the American 
Institute of Accountants was held September 
20th and 2ist at Del Monte, California. 
At the morning session, September 21st, 
the election of officers and members of 
council took place with the following results: 


President: 
John R. Ruckstell, California 


Vice-presidents: 
J.S. Matteson, Minnesota 
R. H. Montgomery, New York 


Treasurer: 
Arthur W. Teele, New York 


Council for five years: 
F. B. Andrews, Illinois 
H. W. Hennegin, Arkansas 
W. P. Hilton, Virginia 
Walter Mucklow, Florida 
L. B. Smith, Texas 
J. E. Sterrett, New York 
W. J. Wilson, Pennsylvania 


Council for three years: 
J. M. McConahey, Washington 


C. O. Wellington, Massachusetts 


Council for one year: 


George M. Clark, Tennessee 
F. H. Hurdman, New York 


Auditors: 


M. E. Peloubet, New York 
Leon E. Vannais, Connecticut 


At the council meeting, September 22nd, 
A. P. Richardson was elected secretary for 
the ensuing year. 


The following committees also were 
elected: 

Executive: 

Arthur H. Carter 

James Hall 


F. H. Hurdman 
J. E. Sterrett 
William H. West 


Professional ethics: 
Stanley G. H. Fitch 
John F. Forbes 
Carl H. Nau 
T. Edward Ross 
William J. Wilson 


Board of examiners for three years: 
Charles B. Couchman 
Elmer L. Hatter 
C. R. Whitworth 


Board of examiners for one year: 
Andrew Stewart (N. Y.) 
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Board of Examiners 


The next examinations of the American 
Institute of Accountants will be held 
November 17th and 18th. The examina- 
tions will be given at New York and prob- 
ably at other cities, which will be selected 
later. 


Regional Meeting of the Institute 


Plans are being made for a regional 
meeting of the American Institute of 
Accountants at Providence early in Novem- 
ber. November 8th has been selected asa 
tentative date, and headquarters will prob- 
ably be at the Providence Biltmore hotel. 
Members of the regional committee of the 
Institute, together with a committee of the 
Rhode Island Society of Certified Public 
Accountants are codperating in making the 
preparations. It has been decided that the 
meeting will occupy only one day. 


Court Upholds State Board’s Refusal 
to Grant Reciprocal Certificate 


The refusal of the Louisiana State Board 
of Public Accountants to issue a reciprocal 
certificate as certified public accountant to 
Anthony J. Thoman, C. P. A. of Mississippi, 
was upheld by Judge H. C. Cage in civil 
district court in a judgment rendered 
August 16, 1927. 

Thoman obtained a C. P. A. certificate in 
Mississippi in 1921. In 1925 he applied 
to the Louisiana board for a_ reciprocal 
certificate, which was refused. Thoman 
then applied for a writ of mandamus to 
compel the board to issue him a certifi- 
cate, contending that there was a reciproc- 
ity agreement between Mississippi and 
Louisiana. The Louisiana board claimed 
that this agreement was subject to its 
own discretion. The suit was dismissed 
on exceptions of ‘‘no cause of action.” 
The supreme court recently held that the 
applicant was entitled to a hearing before 
his application was rejected by the board. 
Trial was held in the civil district court. 
Judge Cage dismissed the suit, holding that 
the state board had not abused its dis- 
cretionary powers in refusing to grant the 
certified public accountant certificate re- 
quested. 


Ownership of Accountants’ Working 
Papers 


In commenting on the case of Ipswich 
Mills v. Dillon which involved the question 
of ownership of accountants’ working papers, 
The Accountant (London) says editorially: 


“American precedents do no more in this country 
than guide the mind of the court, and the decision 
now under consideration does not, of course, settle 
the law in England. We can hardly imagine, how- 
ever, that if the question were tested here the de- 
cision would be otherwise. If an accountant were 
obliged to give up, at the conclusion of his engage- 
ment, all the material necessary for his defense, 
his position would be unenviable if the accuracy or 
quality of his work were afterwards brought into 
question. The usual contract constituting an 
accountancy engagement is one under which a 
certain result is to be reached and communicated. 
The working papers are the means by which the 
result is accomplished. It seems, therefore, to fol- 
low that, in the absence of special provisions in the 
contract of engagement, the delivery of the result 
is sufficient discharge, and that the working papers 
remain both in the possession and the ownership 
of the accountant.” 


The full text of the decision in the case 
referred to was published in the Bulletin 
of the Institute for July, 1927. 


C. P. A. Law in Porto Rico 


The legislature of Porto Rico recently 
passed a bill to regulate the practice of 
public accounting. The measure was ap- 
proved May 13, 1927, and was to take effect 
ninety days after its approval. The text 
of the act is as follows: 


AN ACT TO REGULATE THE PRACTICE OF PUBLIC 

ACCOUNTING; CREATING A BOARD OF EXAMINERS; 

PROVIDING FOR THE GRANTING OF CERTIFICATES OF 

CERTIFIED PUBLIC ACCOUNTANT, AND FOR OTHER 
PURPOSES 


Be it enacted by the legislature of Porto Rico: 


Section 1. Any citizen of Porto Rico who works 
regularly as a professional accountant in the Island 
of Portc Rico, and who, as provided by this act, 
shall have received from the executive secretary of 
Porto Rico a certificate authorizing him to practise 
as a public accountant as hereinafter provided, 
shall be authorized to call himself and be known as 
a certified public accountant, and to use the ab- 
breviated title of ‘‘C. P. A.” 

No certified public accountant shall practise 
his profession as such in the Island of Porto Rico 
without first having filed in the office of the execu- 
tive secretary of Porto Rico his signature and seal, 
and having also filed a fidelity bond in the sum of 
two thousand five hundred (2500) dollars which 
shall be approved as to form and execution by the 
attorney general and filed in the department of 
finance. 
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Every certified public accountant who practises 
his profession in the Island of Porto Rico shall 
keep a register numbered correlatively of the cer- 
tificates issued by him and a report of such cer- 
tificates shall be forwarded on the last day of each 
month to the executive secretary. In case of the 
death of a certified public accountant his register 
shall be delivered to the executive secretary. 

Sec. 2. Within the thirty days following the 
date on which this act takes effect, the governor, 
with the advice and consent of the senate, shall 
appoint three persons who shall constitute a board 
of examiners of accountants, and it shall be an 
indispensable requisite, in order to be appointed 
a member of the board of examiners of accountants, 
to hold a certificate as certified public accountant, 
granted in accordance with the laws of any state of 
the union and to have practised as such for a term 
of not less than five years; provided, that in case 
there are not three persons in Porto Rico having such 
qualifications, three persons having at least seven 
years of practice as accountants may be appointed. 
The persons first appointed shall occupy their 
positions in the board of examiners of accountants 
for the terms of one, two and three years respec- 
tively. On the expiration of each of said terms, 
one new member shall be appointed for a term of 
three years; provided, that after there shall be 
certified public accountants by virtue of this act, 
new appointments shall be made from persons who 
hold the certificate of certified public accountant; 
and provided, further, that in cases of vacancy, 
the appointments shall be made for the unexpired 
term of the member who causes the vacancy. 

The board shall draft its regulations, which shall 
be approved by the governor and duly promulgated. 

Sec. 3. The board of examiners of accountants 
shall prescribe the requirements of the applicants 
for certificates in accordance with this act, and shall 
draft, with the approval of the governor of Porto 
Rico, rules for their examination which shall include 
the following: 

(a) The board shall hold examinations at least 
once yearly, and on the dates and at the places 
which it may determine. The date and the place 
for the holding of the examinations shall be pub- 
lished at least three times in a period of one month, 
prior to the date of said examinations, in at least 
two daily newspapers of general circulation in the 
Island of Porto Rico. 

(b) The examinations shall be on practical 
accounting, theory of accounts, auditing, taxes and 
commercial law. 

(c) Before taking the examinations, applicants 
shall have practised as accountants for not less than 
two years and, moreover, shall submit evidence 
satisfactory to the board that they are over twenty- 
one years of age, graduates from a high school or 
have equivalent instruction. 

Sec. 4. Every person who passes the examination 
provided for by this act shall be issued the corre- 
sponding title by the board of examiners of ac- 
countants. The board shall certify to the executive 
secretary of Porto Rico the name and address of 
each one of said persons and it shall then be the 
duty of the executive secretary of Porto Rico to 
enter in a register which he shall keep for the pur- 
pose, the name of each of said persons as a certified 
public accountant and to issue them the corre- 
sponding certificate. The executive secretary of 
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Porto Rico shall attach and cancel on each certificate 

of registration as certified public accountant, in- 

ternal-revenue stamps to the value of one (1) 

dollar, which shall be furnished by the candidate. 
Sec. 5. All applicants shall pay the following 

fees to the treasurer of the board: 

For examination or exemption therefrom as 


DFOVIG|G BY SECTION GB. ooo isis e c50.0 0650.0 $15.00 
For registration of title in the office of the 

executive secretary, as provided in sec- 

es cit cars arcing ioe ste tera owe. haan we 15.00 
For issuance of certificate by the executive 

kiwis Dalia os ies nein eatin ease pe 5.00 


Provided, however, that in case any person shall 
not pass all the subjects required to obtain the 
title of accountant, he shall have the right to be 
admitted to the next examinations to take a second 
examination on those subjects which he did not 
pass, without paying any fee. 

Sec. 6. From the fees collected, the board shall 
pay all the expenses connected with this act. The 
members of the board shall receive a per diem of 
five (5) dollars for each session of the board. The 
board shall render to the governor of Porto Rico 
at the close of the fiscal year, a comprehensive 
report of all its activities during the year. The 
board shall elect annually from among its members 
a chairman, a secretary and a treasurer and shall 
appoint the necessary office personnel. 

Sec. 7. All the funds collected by the treasurer 
of the board of examiners of accountants shall be 
turned over to the treasurer of Porto Rico by the 
treasurer of said board, for deposit to the credit of 
a trust fund which shall be known as “Trust fund 
of the board of examiners of accountants.” Ex- 
penditures may be made from said funds only by 
voucher issued by the treasurer of the said board, 
countersigned by the president. 

Sec. 8. The board shall exempt from examina- 
tion any person of good moral conduct, a citizen 
of Porto Rico in possession of his civil rights, who 
is over twenty-one years of age and who, prior to 
the approval of this act, has practised for at least 
five years as accountant, chief accountant or auditor 
with one or more firms or corporations of recognized 
importance, in the opinion of the board, or with the 
insular government or with a municipality of the 
first class, or who has practised for not less than five 
years as public accountant or as teacher of advanced 
accounting, and who presents his application to the 
board of examiners of accountants within the six 
months following the date on which this act becomes 
effective, together with the fees prescribed by section 
5, as well as the documents necessary to show that 
he is entitled to exemption from examination in 
accordance with the provisions of this section. 

Sec. 9. Every person holding a certificate issued 
by a state or territory of the union where qualifica- 
tions similar to those prescribed by this act are 
required, in the opinion of the board of examiners of 
accountants, shall be entitled to receive from the 
executive secretary of Porto Rico a certificate of 
certified public accountant. Such person shall 
present to the board a written application accom- 
panied by the certificate accrediting him as such, and 
the fees which this act prescribes; provided, that 
this certificate shall be granted only in case of 
reciprocity with the state or territory from which 
the applicant comes. 

Sec. 10. The board may cancel, revoke or sus- 
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pend the registration of any certificate issued by 
virtue of this act, for delinquency, dishonorable 
conduct, negligence or inexcusable ignorance; 
provided, that notice in writing shall be sent the 
holder of said certificate, at least twenty days prior 
to the holding of any hearing, specifying the cause 
of such action, and fixing the date of the hearing 
before the board; provided, further, that no cer- 
tificate issued by virtue of this act shall be canceled, 
revoked or suspended, until such hearing shall have 
been held and the interested person been granted an 
opportunity to defend himself and to be heard at 
said hearing. In case that any certificate be can- 
celed, revoked or suspended, the board shall inform 
the executive secretary of Porto Rico of such action 
and the executive secretary shall register such order 
of the board in the record of his office. 

The interested person may petition the recon- 
sideration of the decision within the period of thirty 
days after it is rendered, and if he is not satisfied 
with the decision, he may, within the period of 
thirty days after notification of such decision, ap- 
peal to a district court through a writ of certiorari, 
for said court to revise the acts of the board. 

Sec. 11. Any person who shall practise as a cer- 
tified public accountant and who shall maliciously 
or by gross negligence issue or permit to be issued a 
statement, or shall sign or certify a false statement 
of the transactions and financial standing of any 
corporation, partnership or individual, shall be 
guilty of a misdemeanor and, upon conviction, shall 
be punished by a fine of not less than two hundred 
(200) dollars nor more than one thousand (1000) 
dollars, or by imprisonment in jail for not less than 
ninety days nor more than one year, or by both 
penalties in the discretion of the court. 

Sec. 12. Any person who shall represent to the 
public that he has received a certificate of certified 
public accountant, or who uses the abbreviation 
“C. P.A.,” or any similar letters or words in order to 
indicate that he is a certified public accountant, 
unless he shall have received a corresponding cer- 
tificate required by law, or who, having received 
a certificate which has been revoked, canceled 
or suspended by the board of examiners of account- 
ants, as provided by this act, shall continue to repre- 
sent himself as such, shall be guilty of a misde- 
meanor and shall be punished by a fine of not less 
than two hundred (200) dollars or by imprisonment 
in jail for not to exceed ninety days, or by both 
penalties in the discretion of the court; provided, 
that in case of a second offense, the crime shall 
necessarily entail punishment of imprisonment; 
and provided, further, that nothing contained in 
this act shall deprive the accountants who privately 
or publicly practise their profession of the right to 
continue the practice thereof, now and in the future, 
as they have been doing up to the present time. 

Sec. 13. The commissioner of the interior is 
hereby directed to provide suitable quarters for the 
use of the board of examiners of accountants. 

Sec. 14. For the purpose of enforcing the pro- 
visions of this act, there is hereby appropriated 
from any funds in the treasury, not otherwise ap- 
propriated, the sum of two hundred (200) dollars. 

Sec. 15. All laws or parts of laws in conflict 
herewith are hereby repealed. 

Sec. 16. This act shall take effect ninety days 
after its approval. 

APPROVED MAY 13, 1927. 


In accordance with a provision of the new 
law the governor of Porto Rico has appointed 
a board of examiners for public accountants, 
which is composed of the following members: 
F. G. Holcomb, auditor of Porto Rico: 
Antonio Hernandez, treasury department 
bank examiner, and Andrew Peterson, 
assistant professor of accounting at the 
University of Porto Rico. 


Accountant Member of Arbitration 
Committee of Pennsylvania Chamber 


J. M. Cumming, representing the Pitts- 
burgh chapter of the Pennsylvania Institute 
of Certified Public Accountants, has been 
appointed a member of the advisory com- 
mittee on commercial arbitration of the 
Pennsylvania chamber of commerce. 


Accountant on Finance Committee 
of National Chamber 


Arthur Andersen, a member of the Amer- 
ican Institute of Accountants, is a member 
of the finance advisory committee of the 
chamber of commerce of the United States. 
This committee will deal with some of the 
most important questions included in the 
chamber’s programme for the coming year. 


Accountants’ Part in Management 


Week 


Management week is sponsored by tech- 
nical and professional organizations con- 
cerned with promoting comprehension and 
intelligent direction of the principles of 
administration and management which 
govern organized efforts for accomplishing 
industrial and other social purposes. ‘The 
American Institute of Accountants is one 
of the sponsor organizations and it is felt 
that much can be done by accountants in 
the 1927 programme. 

The purpose of management week is to 
hold simultaneous educational meetings 
throughout the country to direct public 
attention to various specific problems of 
management. A greater general interest 
in the aims, purposes and duties of manage- 
ment would benefit not only the manager 
but also the employer, the worker and the 
community in which they operate. 

In general, the programme for the week 
will consist of public meetings in important 
industrial and commercial centers, with 
addresses by men chosen for their compe- 
tence in managerial practice. There will 
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also be an open forum for subsequent 
discussions. Members of the American 
Institute of Accountants in different parts 
of the country could be of great assistance 
by codperating with local committees in 
their respective communities in the organiza- 
tion of a programme on the topic chosen 
for this year, ‘‘Management’s part in 
maintaining prosperity.”’ 

In organizing the local committee, the 
local chairman is first selected and it is his 
duty to assign to each member of his com- 
mittee a specific task. To require the local 
chairman to assume all the responsibilities 
is in reality a negation of the principles of 
good management and is usually not satis- 
factory. Heshould, therefore, properly dele- 
gate the various committeemen to handle 
the separate phases of the project. The 
committee invites the codperation of or- 
ganizations of business men and others 
interested in subjects relating to manage- 
ment problems. An effective appeal can 
usually be made to local interest and pride 
by emphasizing the fact that this is an 
opportunity to participate in a nation-wide 
programme. 

It is advisable that at least one general 
meeting be held, in which all local groups 
are invited to take an active part. Ina 
large number of cities such meetings have 
proved most successful, although they are 
attempted only when a satisfactory at- 
tendance is assured. The practicability 
of such a meeting is usually determined by 
conference between the local committee 
and the several local groups or organizations 
whose codperation has been obtained. 

Dinner and luncheon meetings often 
provide an excellent way of obtaining a 
representative audience, and of avoiding 
the expense of a hall. In some places, 


however, evening meetings without dinner 
are preferable. From experience it has 
been found that brief meetings, not to 
exceed two hours, are most desirable. 

At the conclusion of management week, 
each local chairman makes a report to 
the national secretary on (1) number of 
meetings held, place in which held and 
names of speakers; (2) estimated attendance 
at each meeting; (3) statement of cost of 
activities to the local committee and an 
expression of opinion as to whether the work 
was considered a success or a failure; (4) 
suggestions for improvement. 

Management week is steadily gaining 
momentum as a matter of public interest 
and national significance. This year it is 
hoped that there will be one or more meet- 
ings in each of the leading industrial cities. 
It is especially desired for 1927 to increase 
the attendance and the general publicity. 

Results will be satisfactory if local 
chairmen will make special efforts to build 
up effective committees and complete all 
necessary arrangements at an early date. 
More detailed specific data concerning the 
local committees may be obtained by writing 
the national secretary, Ray M. Hudson, 
Management Week, Department of Com- 
merce, Washington, D. C. 


Accounting Courses in Universities 


It has been announced that the College 
of the City of New York will offer courses 
in the theory, practice and problems of 
accountancy in the term commencing Sep- 
tember 26th. The courses will be conducted 
by Louis Waldman and Martin Auslander. 

Courses in accounting will be offered by 
Syracuse University during the coming 
school year, under the direction of George 
E. Bennett. 


STATE LEGISLATION 


Alabama 


A certified public accountant bill which 
was introduced in the legislature of Alabama, 
designated as senate bill No. 392, has failed 
to pass. The proposed act was not re- 
ported out of committee. The legislature 
of Alabama adjourned sine die September 
2nd. 


qo 


Georgia 
A certified public accountant bill proposed 
in the legislature of Georgia, known as 
senate bill No. 135, passed the senate but 
failed to pass the house. The legislature 
adjourned August 21st. 
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STATE BOARDS OF ACCOUNTANCY 





Arkansas 


Governor Martineau of Arkansas has 
appointed the following members of the 
new state board of accountancy: James 
Stewart, three years; W. W. Findley, two 
years, and Caddie H. Kinard, one year. 
The board has elected Mr. Kinard as presi- 
dent; Mr. Findley, secretary, and Mr. 
Stewart, treasurer. 

Ohio 

At a recent meeting of the Ohio state 
board of accountancy it was decided to issue 
certified public accountant certificates on 
the basis of examination to the following: 
Arlan H. Erb, George F. Miller, Fritz W. 
Graff, William D. Monroe, Raymond D. 
Ashman, E. E. Schultz, Jr., Dale C. Hall, 
H.S. Murray, E. H. Morris, R. L. Kirschner, 
Vernon James Moore and W. H. Schmeltz. 
Reciprocity certificates were issued to Alo- 
ysius A. Lally, Edward C. Romine, Louis 
Toth, Paul S. Ferguson, John Watt, A. G. 
Potter and Charles E. Mather. 


Oregon 


The state board of accountancy of 
Oregon has adopted the following rule 
relative to the issuance and renewal of 
C. P. A. certificates: 


Rule 28 


Every applicant for certificate to practise as a 
certified public accountant in Oregon or for renewal 
of such certificate under the law creating the state 
board of accountancy, who is a non-resident of the 
state of Oregon practising accountancy within the 
state of Oregon as a member of a partnership main- 
taining an office or conducting an accountancy busi- 
ness within the state of Oregon, shall designate, in 
form satisfactory to the board, some member of the 
partnership or firm holding a valid certificate to 
practise as a certified public accountant, issued by 
the state board of accountancy of Oregon, and who 
must be resident in the state of Oregon, upon whom 
statutory legal service and process of the courts of 
Oregon against said partnership may be had; 
such designation of a certified public accountant, 
member of a firm so practising within the state of 
Oregon, shall be in writing and filed with the secre- 
tary of the state board of accountancy of Oregon 
immediately following the adoption of this rule by 
the board. 


No new certificate nor renewal of a certificate to 
practise as a certified public accountant within the 
state of Oregon shall be issued by the secretary of 
this board unless and until rule 28 of this board 
has been fully complied with and such agent for 
legal and statutory court service has been named 
and designated in writing and filed with the secre- 
tary of this board. 

Each such applicant shall also declare under 
oath, at the time of making application for said 
original certificate or renewal thereof, whether he 
is not at that time a member of a partnership, as- 
sociation or corporation of accountants practising 
in this state and he shall further agree that if at 
any time he shall become such, he will immediately 
file the power of attorney herein provided for. If 
the applicant is a member of any such partnership, 
association or corporation he shall state the name of 
said firm, the names and addresses of all members 
thereof, and the name of the member resident in this 
state on whom legal process against said partner- 
ship, association or corporation may be served. 

By the adoption of the above rule the Oregon 
state board of accountancy means to say that every 
partnership or firm practising accountancy within 
the state of Oregon must have one designated mem- 
ber who shall be a certified public accountant of 
Oregon and at the same time a resident of the 
state of Oregon. 


The board also adopted an amendment to 
the rule, which is as follows: 


“Any non-resident, individual or partnership, or 
assumed-name organization practising as certified 
public accountants in the state of Oregon must name 
a representative, resident in the state of Oregon, as 
attorney in fact to represent the absent partners or 
individuals or members of assumed-name organiza- 
tion for the purpose of accepting legal service of 
the courts of Oregon. Effective as to individual 
renewals after the year 1927 and 1928.” 


Pennsylvania 


John MclI. Smith has recently been ap- 
pointed by the governor of Pennsylvania to 
succeed Graham R. Hurd as a member of 
the state board for the examination of 
public accountants. At a meeting of the 
board, August 10th, officers for the ensuing 
year were elected. The board is now con- 
stituted as follows: Horace P. Griffith, 
chairman; Frank Wilbur Main, vice-chair- 
man; Joseph M. Pugh, treasurer; Robert 
J. Bennett, secretary; Robert L. Wallace 
and John MclI. Smith. 





Barrow, Wade, Guthrie & Co. announce 
the opening of an office in the A. G. Bartlett 
building, Los Angeles, California. 
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Bixler and Deisler, El Paso, ‘Texas, 
announce the opening of an office in the 
Mills building. 
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NEWS OF LOCAL SOCIETIES 


Alabama Society of Certified 
Public Accountants 


At the annual meeting of the Alabama 
Society of Certified Public Accountants, 
held at Mobile, September 5th, Otto 
Schultz was elected president and John F. 
Andrews, secretary-treasurer. Frank L,. 
Hammond was elected chairman, and C. H. 
Moses, W. H. Borland, William J. Christian 
and Robert E. Troy, members of the 
council. 

It was decided to continue the committee 
concerned with the award of a scholarship 
at the University of Alabama by the associa- 
tion. 

At the meeting a resolution was adopted 
expressing the thanks of the association to 
all persons who assisted in the defeat of the 
C. P. A. bill recently proposed in the legisla- 
ture, which the association considered inim- 
ical to the interests of accountancy in the 
state. 

The next annual meeting of the Alabama 
Society will be at Birmingham, in Septem- 
ber, 1928. 


California Society of Certified Public 
Accountants 
LOS ANGELES CHAPTER 

A meeting of the Los Angeles chapter 
of the California Society of Certified Public 
Accountants was held at the Masonic club, 
August 15th. All certified public account- 
ants, whether members of the chapter or not, 
were invited to attend the meeting. There 
was a discussion of plans for the entertain- 
ment of members of the American Institute 
of Accountants attending the annual meeting 
of the Institute at Del Monte. 

William Z. Crowl, assistant city prosecu- 
tor, gave an address on ‘The usury law” 
and Edward W. Hopkins, county assessor, 
spoke on personal property taxes by the 
1927 legislature. 


Florida Institute of Accountants 


A meeting of the Florida Institute of 
Accountants was called for September 23rd 
and 24th at Daytona Beach. The Florida 
Institute was organized last June at a meet- 
ing in Orlando, succeeding the old Florida 
Society of Certified Public Accountants. 
It was expected that about 200 persons would 
attend the meeting. 
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Iowa Society of Certified Public 
Accountants 


The annual meeting of the Iowa Society 
of Certified Public Accountants was held at 
Des Moines, August 27th. The following 
officers were elected: George Parker, presi- 
dent; I. B. McGladrey, vice-president; P. L. 
Billings, treasurer, and D. A. Busby, 
secretary. 

The following trustees were also elected: 
William Guthrie, F. J. Harrigan and C. B. 
Myers. 

After discussion of society activities it 
was decided to divide the state into regions 
in order that the members in various dis- 
tricts might meet with greater facility and 
frequency. In accordance with this plan 
the trustees were elected regional vice- 
presidents, Mr. Guthrie representing the 
western region, Mr. Harrigan, the central 
region and Mr. Meyers, the eastern region. 

In discussing the future policy of the 
Iowa Society the members present showed 
themselves in favor of promoting legisla- 
tion to regulate and control the profession 
similar to the laws adopted in other states, 
particularly Michigan and Maryland. The 
new president has announced that a bill 
amending or supplanting the existing ac- 
countancy law may be introduced at the 
next session of the legislature in January, 
1929. 

It was decided that a committee of three 
be appointed to revise the by-laws of the 
society, with particular attention to the 
possible advisability of increasing the en- 
trance fee and dues. 

Rufus Ricker, a pioneer member of the 
Iowa Society no longer resident in the state, 
was elected an honorary life member. 

It was announced that the first meeting 
of the central region of the society would be 
held September 16th at the Des Moines 
club, Des Moines. 


Society of Louisiana Certified Public 
Accountants 


The annual meeting of the Society of 
Louisiana Certified Public Accountants was 
held on Thursday, August 11th, in the rooms 
of the New Orleans Association of Com- 
merce. ‘The following officers were elected 
for the coming year: President, Lanaux 
Rareshide; vice-president, Charles L. See- 
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mann; secretary, George A. Treadwell, and 
treasurer, L. E. Schenck. 

The officers, with Curtis F. Scott, R. C. 
Lloyd and John F. Hartman, who were also 
elected, compose the executive board of the 
society. 

The secretary’s report showed an increase 
in membership during the year from 93 to 
102 members. During the year four meet- 
ings of the society and twelve meetings of 
the executive board were held. 

It was reported that the activities of the 
society during the year included completion 
of a campaign of educational advertising 
in the New Orleans Times-Picayune, the 
issuance of a directory of members, and the 
assumption of the cost of issuing a voca- 
tional pamphlet entitled The Accountant 
in New Orleans, one of a series published for 
students by the High-school Scholarship 
Association of New Orleans, in coéperation 
with the department of vocational guidance 
of the New Orleans public schools. 

New by-laws for the Louisiana Society 
were also adopted and issued during the 
year, abolishing the distinction between 
members and associate members, and provid- 
ing for only one class of membership. 


Missouri Society of Certified Public 
Accountants 


KANSAS CITY CHAPTER 


The Kansas City chapter of the Missouri 
Society of Certified Public Accountants has 
published a programme of monthly meetings 
for the winter season of 1927-1928. This 
is the first time that the chapter has pub- 
lished a programme of this kind, although 
the policy of holding monthly meetings 
was established in 1926. The first meeting 
was scheduled to take place September 12th, 
and it was planned to have discussion of the 
last C. P. A. examination questions at that 
time. The programme for the coming 
meetings is given as follows: 


PROGRAMME 
Outlines of monthly meetings for the winter season 
October 3, 1927 
Surplus and Deficit 
Chairman—Miller Bailey 
1. General definitions. 
2. Origin and classification of additions to surplus. 


3. Forms of dividends. 
4. Surplus—available for dividends. 


5. Surplus—presentation in the balance-sheet. 
Accountants’ responsibility in regard to pay- 
ment of dividends. 


November 7, 1927 
Industrial and Financial Investigations 
Chairman—Paul D. Williams 


The investigative function of accounting. 

Conditions that lead to financing and re- 
financing. 

The purpose and broad elements of an investiga- 
tion. 

The balance-sheet. 

Operating analysis. 

Tax phases. 

Trends of modern accountancy with particular 
reference to this type of work. 


a a 


December 5, 1927 
Inventories 
Chairman—David B. Peter 


1. Legal and moral responsibility of the account- 
ant. 

2. Auditor’s responsibility for 
tories—the banker’s view. 

3. Planning for taking of physical inventories. 

4. Verification of inventories. 


physical inven- 


Feburary 6, 192! 
Valuation and Depletion of Oil and Gas Leases 
Chairman—A. Anderson 


1. Valuation: 
Leasehold cost 
Development cost 
Appreciation resulting from estimating the 
future production of oil wells. 
Depletion: 
Depletion on cost 
Depletion on appreciated values. 


March 5, 1928 
No-par-value Stock 
Chairman—Robert S. Osborne 


no 


Missouri statute. 
Principle of state capital: 
(a) Par-value stock 
(b) No-par-value stock. 
3. Questions arising under 
issues. 


da 


no-par-value stock 


April 2, 1928 
Accountancy as a Profession 
Chairman—H. E. Lunsford 
History, scope, training, opportunities, ethics. 
Future of public accountancy. 


The programme published by the chapter 
also contains appropriate references to 
literature on the subject matter of the 
respective meetings. 

A good-fellowship committee of the chap- 
ter has been appointed, whose functions 
will be largely concerned with the monthly 
meetings. ‘The committee consists of the 
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following: Tom C. Hansen, chairman; C. 
O. Bewer, vice-chairman; T. H. Brading, 
vice-chairman; Lester Hutchings, P. H. 
Kerr, A. H. Thurmond, Charles Murray, 
Felix E. Mueller and R. W. Smith. 


Virginia Society of Public Accountants 


The annual meeting of the Virginia 
Society of Public Accountants was held at 
the Richmond Hotel, Richmond, September 
3rd. George T. Durham was elected presi- 
dent; A. S. Fitzgerald, vice-president, and 
Alvin W. Burket, secretary-treasurer. The 
following were elected directors: A. Lee 
Rawlings, B. A. McKinney, J. A. D. Parrish 
and R. B. Jordan. All the officers of the 
society are also directors. 

It was announced with deep regret on 
September 13th that the newly elected 
vice-president, A. S. Fitzgerald, died Sep- 
tember 12th. Nosuccessor has been chosen. 

A code of ethics for the society, prepared 
by the committee on professional ethics, 
was presented at the meeting and referred 
back to the committee which is to report 
again at the spring meeting at Roanoke. 


Upon the recommendation of the retiring 
president a:special committee was appointed 
to report on the possibility of presentation 
of medals by the society to honor graduates 
of accountancy schools in the state and to 
the successful candidate receiving the highest 
grade in the Virginia C. P. A. examinations. 


West Virginia Society of Certified 
Public Accountants 


The annual meeting of the West Virginia 
Society of Certified Public Accountants 
was held at the Guyan country club, 
Huntington, West Virginia, August 18th. 
The following officers were elected: E. C. 
Conley, president; P. M. MacCutcheon 
and E. J. Grace, vice-presidents; N.S. Fitz- 
hugh, treasurer, and J. P. Vaughn, secretary. 

Among the subjects discussed at the 
meeting was the possibility of legislation 
for the protection of the business public 
against unqualified so-called tax experts 
and auditors. 


OBITUARY 


Henry C. Magee 


Henry C. Magee, a member of the Ameri- 
can Institute of Accountants and a certified 
public accountant, died August 23, 1927, 
at his home at Oaklyn, New Jersey. 

Mr. Magee had been a member of the 
Institute since 1916 and belonged to its 
predecessor, the American Association of 
Public Accountants. At the time of his 
death he was a member of council of the 
Institute and had held this office for several 
years. Mr. Magee had been prominent in 
the activities of the Pennsylvania Institute 
of Certified Public Accountants, having 
once served as president for two years. 
He was also a member of the Society of 
Certified Public Accountants of the State 
of New Jersey. 

He had been engaged in public accounting 
for many years and at the time of his death 
was in practice on his own account in 
Philadelphia. He was fifty-nine years of 
age. 


L. S. Pickett 


L. S. Pickett, a member of the American 
Institute of Accountants and a certified 


9 


public accountant of Illinois, died at his 
home in River Forest, [llinois, on August 
2ist. Mr. Pickett had been a member of 
the Institute since 1916, and belonged to 
the Institute’s predecessor organization, 
the American Association of Public Ac- 
countants. He had practised public ac- 
counting on his own account and at the 
time of his death was associated, as tax 
advisor, with the law firm of Goodrich, 
Vincent & Bradley, Chicago. He was fifty- 
three years of age. 


Gershom Smith 


Gershom Smith, an associate member of 
the American Institute of Accountants and a 
certified public accountant of New Hamp- 
shire, died at his residence at Jackson 
Heights, Long Island, September 3rd. He 
was sixty-five years ofage. He was admitted 
to the Institute in 1920. Mr. Smith had 
acted as auditor and accountant for several 
private corporations and for several years 
prior to the time of his death was associated 
with the firm of Searle, Oakey & Miller, 
public accountants. 
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REVIEWS 


WILLIAM H. COMPTON—“DO YOU KNOW 
YOUR FACTORY COSTS?” 


Address delivered before the Clay 
Workers’ Association of New Jersey, June 
10, 1927. 


The speaker opened his address by calling atten- 
tion to an investigation made several years ago by 
a chairman of the federal trade commission which 
resulted in the amazing discovery that approxi- 
mately one-half of all American business men did 
not know from day to day whether they were 
making or losing money. The speaker said that 
this vital information can not be accurately known 
unless cost books are maintained. Only about ten 
per cent. of American business men, said Mr. Comp- 
ton, have a really adequate system of determining 
their costs. In the investigation by the federal 
trade commission referred to, he said it was found 
that only 60,000 of the 250,000 business corpora- 
tions investigated earned over $5,000 a year. Ten 
thousand showed no income at all. 

The speaker said that while several years have 
elapsed since this investigation there is still great 
room for improvement in the matter of business 
efficiency. It is generally agreed now that a good 
cost system is essential to any business and it was 
the desire of the speaker to impress on his audience 
that the cost system should be a part of the general 
books of the company rather than merely a system 
of estimating or statistics. The cost system should 
be designed in such a way that it will permit ac- 
curate distribution over the various manufacturing 
departments. The costs applicable to each division 
of the business must be charged directly to it. The 
system should be arranged so that the cost of an 
individual product or the cost of a particular job or 
lot may be determined. 

The speaker said that a great percentage of cost 
systems now in use in this country use a general 
overhead rate to absorb the various expenses in- 
curred throughout the plant, making no attempt to 
distribute each item of expense to a particular 
department or to a particular job. 

The speaker had prepared three charts for pur- 
poses of illustration in demonstrating the inaccuracy 
of this method of distribution. 

The first chart dealt with a company whose total 
productive labor was $100,000 and the total ex- 
penses $50,000, making a general overhead rate of 
50 per cent. When proper distribution of manu- 
facturing expenses was made it was found that only 
one department equaled the average of a 50 per cent. 
overhead rate. 

The speaker proved by an illustration of one 
specific order that the departmental charges do not 
average out in the final completed cost. Analysis 
showed a variation in the cost of the job by reason 
of using overhead percentages of each department 
instead of a general overhead rate. The speaker 
said that in the manufacture of an article whose 
sale is subject to great competition a slight inaccu- 
racy in determination of its cost may prove ex- 
ceedingly important. 

Mr. Compton said that common questions among 
manufacturers were how to deal with small tools, 


materials, losses and depreciation. He said that 
small tools and similar articles having a life of one 
year or less should be charged out to expense when 
purchased. 

He mentioned the practice of some concerns who 
have their raw-material bins lined with black stripes 
to measure the quantity of material at various times, 

The speaker claimed that depreciation is a legiti- 
mate charge against the cost of the product. Each 
department should bear its proportionate share of 
the depreciation according to the value of the as- 
sets used by that department. The depreciation of 
buildings should be assigned in proportion to the 
floor space occupied by each department. 

In closing, the speaker mentioned some additional 
uses of information which may be derived from a 
cost system, as follows: 

1. The information may be the subject matter 
for discussion at monthly meetings of the super- 
intendent, foremen, etc. 

2. Charts may be prepared covering the ex- 
penses of each department and increases discussed 
at periodical meetings. 

3. Give the foremen copies of summaries affect- 
ing their departments. 

4. Notify foremen weekly or monthly of the 
efficiency of their departments. 

5. Informal talks with foremen from time to time. 

6. Offer rewards for suggestions leading to im- 
provements in methods or process which results 
in reduced cost. 


C. B. E. ROSEN—‘FUNDS” 


Article published in Private School News, 
June, 1927. 


The writer says that in the many schools which 
have consider able endowment the funds entrusted to 
them must be treated in accordance with the wishes 
of the donors and the accepted principles of fund 
administration. The treatment of the principal 
and income are the two chief problems in this re- 
lation, each presenting the problems of segregation 
and investment. The writer says that it is ab- 
solutely essential that endowment funds be segre- 
gated from general working funds and invested 
separately. Failure to administer endowment prop- 
erly may result, he says, in trustees committing 
without their own knowledge an actual misap- 
propriation of funds. The most important classes 
of endowment, according to the writer, are funds 
subject to annuities, funds for restricted or desig- 
nated purposes and funds for general purposes. 
The first type may be called deferred endowment, 
since it must be invested separately and the income 
paid to one or more persons during life, after which 
it becomes available in a manner prescribed by the 
donor. It is necessary that the principal and 
investments of such funds may be accounted for 
and reconciled at any date and that the income 
therefrom can be accounted for to the annuitants. 
The income of funds for restricted purposes may be 
used only in the manner prescribed, such as for 
library, scholarship, laboratory and certain instruc- 
tion purposes. These, too, must be subject to a strict 
accounting. 
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Funds for general purposes are not subject to 
such limitations, but it is strongly advisable, ac- 
cording to the writer, to maintain the principal 
intact and to use only the income. The capital 
of each fund should appear on the credit side of an 
account bearing the name of a particular bequest 
or of a general account for the general and unnamed 
funds, thus showing the accountability or liability 
of the school to the donor for the proper care and 
use of the bequest. To offset this credit account 
one or more accounts should be kept to show on the 
debit side the investment of the fund in an amount 
equal in the aggregate to the principal. The writer 


outlines in the article the method of recording the 
value of funds received under variousconditions. He 
also indicates the manner in which funds should be 
invested and the treatment of any uninvested cash 
balance. Basically, he says, such an investment 
should yield the greatest possible income commen- 
surate with absolute safety. No investment of pure 
endowment funds should be made in school build- 
ings because they produce no actual income, says 
the writer, but it is permissible in absolute necessity 
to invest in dormitories, provided that they can be 
expected to show a return of at least 6 per cent. 


COURT DECISIONS 


Internal Revenue 


Estate tax. Trusts. Whether certain 
transfer to trustee came within exception 
under section 402, sub-section (c) of the 
revenue act of 1918. 

A certain case concerned the taxation of a 
trust fund created by deceased who died 
November 30, 1919. On December 18, 
1906, he and his intended wife entered in 
written ante-nuptial agreement in  pur- 
suance of which he then transferred to a 
trustee $40,000 in trust to pay the income 
thereof to himself for life, thereafter to his 
intended wife during her life, remainder to 
his children. By the same instrument his 
intended wife waived all interest in his 
estate. The instrument was irrevocable 
and continued in effect until decedent’s 
death, after which the income was paid to 
his wife. In March, 1922, the commissioner 
of internal revenue, acting under section 402 
and sub-section (c) of the revenue act of 
1918 which included in the decedent’s gross 
estate the value of all property “‘of which the 
decedent has at any time made a transfer, or 
with respect of which he has at any time 
created a trust *** except in case of a bona 
fide sale for a fair consideration in money or 
money’s worth,” assessed against the de- 
cedent’s estate a tax on the sum so held in 
trust under the agreement. 

The court held that the tax could be re- 
covered for the transaction was ‘‘a bona fide 
sale for a fair consideration in money or 
money’s worth.”’ It wasa contract in which 
each party surrendered some right to the 
other and required some right from the other. 
A sale is the transfer of property from one 
person to another for a valuable considera- 
tion or for a price in money. The transac- 
tion was a transfer carrying the property 
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irrevocably out of the possession, ownership 
and control of the decedent and the sur- 
render by the wife of her inchoate right of 
dower was a sufficient consideration for this 
transfer. 

McCaughn v. Carver, United States circuit 
court of appeals, third circuit, April 29, 
1927. 


Income tax. Deductions. Whether cer- 
tain life-insurance premiums were deductible 
from net income. 

This was an action to recover additional 
income taxes for the year 1920 assessed 
against plaintiff by the commissioner of 
internal revenue and paid under protest. 
Plaintiff had deducted from his taxable 
income an amount paid by him as a life- 
insurance premium. The policy was pay- 
able to his estate and had been taken out 
and assigned to a bank at his request as 
collateral security for plaintiff's loans at this 
bank. Plaintiff claimed the insurance pre- 
miums were properly deductible business 
expenses because the policy was assigned to 
the bank as collateral for business loans, 
and that the premiums were not within the 
inhibitions of the revenue act of 1921, 
section 215 (a) 4 of which prohibited 
deduction from net income in respect of 
“premiums paid on any life-insurance 
policy covering the life of any officer, or 
employee, or any person financially in- 
terested in any trade or business carried 
on by the taxpayer, when the taxpayer is 
directly or indirectly a beneficiary under 
such policy.” 

It was held that plaintiff could not re- 
cover, for the premiums paid upon the 
policy came within the inhibitions of the 
statute. The policy covered the life of a 
person financially interested in the plaintiff's 







































business, i. e., the plaintiff himself. Plaintiff 
was directly or indirectly a beneficiary under 
the policy, for it was payable to his estate. 
If he died while the policy was up as collateral 
for a debt, the insurance would go to the bank, 
thereby reducing the debt to the amount of 
the insurance and indirectly benefiting 
taxpayer’s estate. If the loan be repaid and 
the collateral be released, then the insurance 
would be directly paid to the taxpayer’s 


Farquhar & Manners, 114 Sansome street, 
San Francisco, announce that they have 
arranged for eastern representation through 
Scovell, Wellington & Co. and that they 
represent Scovell, Wellington & Co. in 
San Francisco. 


C. A. Gall & Co., Indianapolis, announce 
the removal of their offices from 309 
Guaranty building to 623 Chamber of 
Commerce building. 


Livingston, Paperno & Wachtell, New 
York, announce the removal of their offices 
to 114 East 32nd street. 





The executors of the estate of Henry C. 
Magee announce the continuation of his 
general accounting practice and the merging 
of the practice of Driscoll, Millet & Co. 
under the firm name of Magee, Driscoll & 
Millet with offices in the Stephen Girard 
building, Philadelphia. 


Miller, Moll & Co., Philadelphia, an- 
nounce the removal of their offices to the 
Public Ledger building, Sixth and Chestnut 
streets. 


James Park, Elmer O. Stevens and James 
C. Park, New York, announce that they 
have formed a partnership under the firm 
name of Park, Stevens & Co., which will 
continue the business of Park, Byrne & 
Stevens. Mr. Byrne has retired from 
membership but will continue with the 
firm. John K. Laird & Co. will represent 
the firm in Chicago. 





Arthur Wolff announces the opening of 
new offices under the firm name of Arthur 
Wolff & Co. at 742 South Hill street, Los 
Angeles, California. 
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estate and thereby become a direct benefit. 
The fact that the policy was assigned to a 
bank as collateral security for the repayment 
of loans would not change the premiums 
paid to a business expense, nor change it 
back to an investment when the loan was 
paid off. 

Rieck v. Heiner, United States district 
court, western district of Pennsylvania, 
April 21, 1927. 


HERE AND THERE 


Francis A. Wright & Co. announce the 
opening of an office in the new City Bank 
building, at Grand avenue and Eighteenth 
street, Kansas City, Missouri. 


The following paragraphs report public- 
service activities of members and associates 
of the Institute: 

D. Austin, San Francisco, spoke before 
the Army and Navy branches of the Y. M. 
C. A. in his city on July Ist and July 15th, 
respectively. 


L. U. Crawford, Kansas City, Missouri, 
in arranging the budget, conducted an 
investigation of the revenue and expendi- 
tures of the city and of Wyandotte county 
on behalf of the Civic Tax League. 


J. Hugh Jackson, California, has been 
elected president of the San Francisco 
chapter of the National Association of Cost 
Accountants for 1927-1928. 





A. D. Lewis, Wyoming, has been ap- 
pointed deputy district governor of Lions 
International for the fifteenth district for 
the period ending June 30, 1928. 


At a meeting of the Rotary club of Wil- 
mette, Illinois, May 11th, P. W. Pinkerton, 
Chicago, spoke on ‘The prevention of 
failures in business.’”’ Mr. Pinkerton has 
been appointed chairman of the federal 
taxation committee of the Illinois chamber 
of commerce. 





The Ronald Press Company recently 
published a book called How to Read a 
Profit and Loss Statement, by Herbert G. 
Stockwell, Philadelphia. 








